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CHAPTER I. INTRODUCTION 
To attract the best people to teaching, and to keep good teachers, 
schools must begin paying not simply for seniority or paper credentials, 
but for actual performance--for how well teachers teach and for how much 
students learn. Until good teachers are paid more than poor ones, efforts 
to improve teaching and learning will be frustrated (Bennett, 1989). 
A Historical Perspective 
The concept of return on investment is not a new or innovative 
practice in education. Incentive pay, or paying teachers according to 
merit, is an idea that has been around in education for some time. 
Newton, Massachusetts devised and implemented a merit pay plan as early as 
1908. Even then, concerns arose about favoritism, sex discrimination, and 
lack of objectivity in the evaluation process. During the decade of the 
twenties, school districts across the country instituted plans to provide 
salary increments based on performance ratings. By some estimates, up to 
50 percent of all school systems in America employed some type of merit 
pay plan during the '20s. 
In 1928, Denver, Colorado and Des Moines, Iowa were the first schools 
to introduce what is now known as the salary schedule. Through the '30s 
and '40s, additional schools gradually abandoned merit pay provisions for 
the more easily administered salary schedule. In 1944, an NEA study of 59 
cities concluded that existing measures of teacher efficiency were unreli­
able. Although following that study, and as late as 1946, approximately 
60 percent of schools were using merit schedules, in 1950, 97 percent of 
2 
all schools had adopted the single step schedule in the form in which it 
exists today (Sharpes, 1987). This single step structure eliminated the 
large discrepancy between the salaries of secondary and elementary teach­
ers as well as any salary discrimination based on gender. Training and 
years of experience became the criteria for eliminating inequities through 
uniformity. 
The single step salary schedule remained the predominant model for 
establishing pay schedules for teachers through the late '70s and into the 
early '80s. At that time, educators, legislators, and the general public 
began to talk about perceived inadequacies of the single step salary 
schedule and the need to reward teachers for exemplary performance. 
According to a 1983 Gallup Poll, 61 percent of those surveyed favored 
paying teachers according to the quality of their work; even more impor­
tant, 58 percent of the respondents disclosed their willingness to pay 
additional taxes in order to raise the standards of education in this 
country (Gallup, 1983). 
The Southern Regional Education Board (SREB) Career Ladder Clearing­
house Report of 1988 addressed the difficulties facing school districts 
and states as they move to implement career ladder and incentive programs 
for teachers and administrators. In 1984 and 1985, some 25 states legis­
lated or mandated that programs be developed. Each continuing year tests 
whether these programs will improve education. It is the assumption of 
some educators that incentive plans, pay-for-performance, or career 
ladders are "simply a passing educational fad--another idea that sounds 
good but goes awry" (Southern Regional Education Board, 1988). The Career 
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Ladder Clearinghouse analysis of reports from across the nation, however, 
shows support for incentive programs from many leaders in government and 
education. Incentive programs are seen, by those who design them, as an 
opportunity to reward those who take on extra duties, to pay teachers who 
do a better job, and to involve exemplary teachers in the instructional 
decision-making process. As a broad concept, incentives may be viewed as 
any deliberate attempt to provoke the movement -of teachers toward a pre­
selected behavior (Bartell, 1987). 
The Iowa Perspective 
A prime consideration of a 1986 study of performance-based compensa­
tion models (Boyles & Vrchota, 1986) was the question of whether or not 
performance-based compensation was applicable to the schools of Iowa. 
"The answer to that question is simple in concept (good teachers should be 
paid more than mediocre teachers) but complex in practice" (Boyles & 
Vrchota, 1986). The study concluded that performance-based compensation 
is possible when it is desired by the school board, the administration, 
the professional staff, and the community. 
Legislation enacted in Iowa in 1987 committed $92 million to the 
establishment of the Educational Excellence Program. The program consists 
of three major phases: Phase I, the recruitment of quality teachers, a 
cost of $11 million; Phase II, the retention of quality teachers, a cost 
of $38 million; and Phase III, improving the effectiveness of teachers, a 
cost of $42 million. Phase III promotes excellence through the develop­
ment of pay-for-performance plans and supplemental pay plans based on 
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additional work assignments or specialized training (Iowa Legislature, 
1987). 
House File 499, Sec. 11, 294A.12 states, "The goal of Phase III Is to 
enhance the quality, effectiveness, and performance of Iowa's teachers by 
promoting teacher excellence. This will be accomplished through the 
development of performance-based pay plans and supplemental pay plans 
requiring additional Instructional work assignments which may Include 
specialized training or differential training, or both." Sec, 13, 294A.14 
of the same legislation (Iowa Legislature, 1987) goes on to explain, "For 
the purpose of this section, a performance-based pay plan shall provide 
for salary Increases for teachers who demonstrate superior performance in 
completing assigned duties. The plan may Include assessments of specific 
teaching behavior, assessments of student performance, assessments of 
other characteristics associated with effective teaching, or combination 
of those criteria." 
The approach taken with this legislation was acceptable in Iowa where 
there is a history of local control. The plan was fashioned around a 
legislative policy which stated only intent, leaving details to the local 
districts (Bradley, 1989). The role of the state might better be one of 
provider of Information and assistance with the basic decision on pay-for-
performance being left to the local district. There is strong evidence 
that fitting the plan to the district is a prerequisite to success (Boyles 
& Vrchota, 1986). 
Both this approach to educational enhancement and the funding level 
remain consistent within a newly written Iowa school finance bill. House 
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File 535, signed into law on May 5, 1989, relating to the financing of 
education programs in school districts. The Educational Excellence 
portion of the bill continued to allocate Phase I and Phase II funds in 
the same manner as current law. Phase III funds will have the state's 
allowable growth rate applied if a school district's or area education 
agency's approved Phase III plan contains a component that includes a 
performance-based pay plan. 
Problem Statement 
The problem of recognizing, rewarding, and retaining top level 
teachers is one that has been debated and considered by policymakers, 
educators, scholars, and taxpayers and has been at the heart of education­
al reform for the past several years. The Holmes Group, in 1986, found 
that "the problems of teacher education mirror society's failure to treat 
teaching as a profession. If the rewards, career patterns, working 
conditions, and professional responsibilities of teachers indicate a 
second-class occupation, then candidates for teaching and teacher educa­
tion will tend to follow those expectations," 
A number of incentive plans have been designed to make the profession 
more attractive and rewarding. Different incentives will appeal at 
different stages of a teacher's career. Incentives may be considered 
hierarchical, with attraction to the profession being the first step, 
retention of the best the second, and a focus on continued improvement 
third. "If more talented persons are attracted to teaching, if those 
persons remain committed to the profession and are given opportunities to 
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grow and expand within their roles as teachers, then the profession will 
be enhanced" (Bartell, 1987). 
In Iowa, during the time that legislation was being drafted that 
provided funds for increasing teachers' salaries and improving the quality 
of instruction, the position of the Iowa Association of School Boards was 
that they would support increased funding for teachers if a merit pay 
component was included. The Iowa State Education Association said no to 
merit pay but did suggest looking at models of performance-based pay. The 
final legislation provided for the development of both performance-based 
and supplemental pay plans in Phase III. It became the responsibility of 
the board of directors of a school district to appoint a committee con­
sisting of representatives of school administrators, teachers, parents, 
and other individuals interested in public schools to develop either a 
performance-based plan, a supplemental plan, or a combination plan. 
The problem 
This study examines the performance-based component of that legisla­
tion, H.F. 499, and seeks to determine what within-district factors are 
present which support the selection and development of a pay-for-perfor-
mance plan. 
The following questions more specifically address the problem: 
1. What conditions or attitudes are present in districts which adopt 
a pay-for-performance plan? 
2. Does a relationship exist between the development of a pay-for-
performance plan and the quality of teacher performance evalua­
tion? 
3. What indicators of teacher morale, as measured by perceptions of 
organizational climate, are present in districts which adopt a 
pay-for-performance plan? 
Purpose 
The purposes of this study were: 
1. To determine those within-district factors which support the 
selection and development of pay-for-performance. 
2. To determine whether the selection and development of a 
district's pay-for-performance plan is related to select district 
factors (e.g., jointly planned by teachers and administration, 
participation that is elective and open to all, a comprehensive 
evaluation process with trained evaluators, rewards that are both 
monetary and non-monetary, adequate funding, and provisions for 
on-going monitoring and revision) (Boyles & Vrchota, 1986; Educa­
tional Research Service, 1983; Packard & Dereshiwsky, 1990; 
Cresap, McCormick, & Paget, 1984). 
3. To determine what is present in districts which successfully 
"pull off" pay-for-performance. 
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Definitions 
Following are definitions of terms as they relate to this study: 
Climate: People's feelings about their school, those commonly held atti­
tudes, beliefs, and values as shared by all who are a force in the 
life of the school. 
House File 499: An act of the Iowa 1987 General Assembly passed with the 
intent of establishing an educational excellence program which would 
"enhance the quality and effectiveness of teachers." The act is in 
three phases. Legislative language is used to describe these phases. 
Incentives : A deliberate attempt intended to provoke the movement of 
• teachers toward a pre-selected behavior. The action is deliberate 
rather than random. Incentives tend to fall into five general 
categories: Compensation plans (modifications in salary); career 
options (modification in career structure such as a career ladder); 
enhanced responsibilities (by extension or variation of responsibili­
ty) ; motivation through non-monetary recognition of accomplishments ; 
and improvement of physical and social conditions of the worksite 
(Cresap, McCormick & Paget, 1984). 
Merit pav: Directly links a teacher's pay to classroom performance. The 
teacher is paid for better work rather than for more work or differ­
ent work. Qualification for merit pay is generally determined by 
administrative evaluation. 
Pav-for-performance: Salary increases for teachers who demonstrate 
superior performance in completing assigned duties. This may be 
determined by assessments of specific teaching behaviors, assessments 
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of student performance, assessments of other characteristics associ­
ated with effective teaching, or a combination of those criteria 
(Iowa Legislature, 1987). 
Phase I: Moneys appropriated by the 1987 General Assembly of Iowa, H.F. 
499. The goal of Phase I is to "provide for establishment of pay 
plans Incorporating sufficient annual compensation to attract quality 
teachers to Iowa's public school system. This shall be accomplished 
by Increasing the minimum annual salary paid to beginning teachers." 
Phase II: Moneys appropriated by the 1987 General Assembly of Iowa, H.F. 
499. The goal of Phase II is to "keep Iowa's best educators in the 
profession and assist in their development by providing general 
salary increases." 
Phase III: Moneys appropriated by the 1987 General Assembly of Iowa, H.F. 
499. The goal of Phase III is to "enhance the quality, effective­
ness, and performance of Iowa's teachers by promoting teacher excel­
lence . " 
Supplemental pav: Additional instructional work assignments which may 
include specialized training or differential training or both. 
Objectives 
The Intent of the study is to develop a survey which poses questions 
which will provide Information regarding pay-for-performance in Iowa 
schools. Including questions leading to the collection of Information 
regarding conditions which may influence the decision to develop a pay-
for-performance plan. 
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Specific objectives are: 
1. To determine the original Intent, In Iowa, of the governor and 
the legislature In allocating funds for "Educational Enhance­
ment . " 
2. To Identify those districts, using Iowa Department of Education 
demographic data, who commit 50 percent or more of their allocat­
ed Phase III funds to some form of pay-for-performance. 
3. To examine districts' survey responses to determine If any ele­
ments are common to all that elect to Implement a pay-for-per-
formance plan. 
4. To compare those elements found In Iowa districts having pay-for-
performance plans to elements Identified in the literature as 
being necessary to implementation and long-term acceptance of 
pay-for-performance. 
Null Hypotheses 
1. A district decision to approve a pay-for-performance plan is 
Independent of within-district factors which support selection 
and development of pay-for-performance plans. 
2. Teacher morale, as measured by perceptions of organizational 
climate, is independent of the decision to adopt a pay-for-per-
formance plan. 
3. There is no relationship between the implementation of a success­
ful pay-for-performance plan and the quality of the district's 
teacher performance evaluation system. 
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Basic Assumptions 
1. Persons completing Individual questionnaires will be knowledge­
able In the district's pay-for-performance plan. 
2. Districts responding to this survey are representative of a 
sample which will be used to estimate the prescribed state popu­
lation. 
3. Respondents to the questionnaire will provide complete and accu­
rate Information. 
4. Most educators, parents, board members, and taxpayers believe 
that meritorious service and outstanding teaching should be 
rewarded--that school organizations should go beyond paying for 
seniority and paper credentials and pay for how well our teachers 
teach and how well our students leam. 
5. There is a need to raise compensation to attract and retain 
quality teachers. 
6. There is a need to provide support and incentives for new teach­
ers. 
7. The process of developing pay for performance plans in Iowa is 
far enough along to determine form and direction. 
Scope of the Investigation 
The main purpose of this study is to determine what factors are 
present within those districts who adopt a pay-for-performance plan. The 
following delimitations define the study's scope. 
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Delimitations 
1. This study provides separate questionnaires, mailed to 38 public 
school districts, with five respondents within each district. 
2. The questionnaire respondents for this study will be superinten­
dents or superintendents' designees, community members, teachers, 
and building principals. 
3. This study will be limited to a sample of those districts commit­
ting 50 percent or more of their 1989-90 Phase III allocation to 
pay-for-performance plus an equal number of districts closely 
similar in size that do not have a pay-for-performance plan. 
4. The results of this investigation only represent the school year 
1989-90, the year in which data were collected. 
5. The identification of districts with pay-for-performance plans is 
based on data collected by the Iowa Department of Education. 
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CHAPTER II. REVIEW OF THE LITERATURE 
The review of literature related to pay-for-performance revealed an 
extensive body of information based on case studies of school districts 
that were either in a study phase or currently offering some type of 
incentive pay for teachers as well as descriptions of state level activi­
ties but limited findings based on research studies with empirical data. 
The focus of this review was to locate those sources of information which 
refer to the factors or conditions present within districts which have 
pay-for-performance and which could provide decision-makers with factual 
information concerning the issue of pay-for-performance for teachers in 
individual school districts. 
The review process was initiated by examining studies directly 
related to this investigation, such as the research of Packard and 
Dereshiwsky (1990), Boyles and Vrchota (1986), and the Educational Re­
search Service (1983). Additionally, refereed or professional association 
journal reports of noted authorities were sought and examined. These 
sources were identified and located by accessing the ERIC System, Disser­
tation Abstracts, and the Handbook of Research on Teaching. To draw upon 
the work of unpublished authorities in the area of pay-for-performance in 
the State of Iowa, personal interview contacts were utilized. 
There is a work ethic in America that reflects the belief that 
workers should be rewarded based on skill and performance. However, the 
"American Dream," the belief that hard work and perseverance will pay off 
in terms of financial success and security, appears not to apply to 
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education where teachers have been paid for years of service and degrees 
held. 
In August 1981, T. E. Bell, Secretary of Education, created the 
National Commission on Excellence in Education and charged them to "assess 
the quality of teaching and learning in public and private schools, 
colleges and universities" and to "define problems which must be faced and 
overcome if we are successfully to pursue the course of excellence in 
education." The commission determined that the educational foundation of 
society is being "eroded by a rising tide of mediocrity which threatens 
our economic, cultural and political well-being." Indicators of this 
mediocrity appeared numerous: Test scores are down; illiteracy is up; 
half of gifted students are underachievers; business and the military 
spend millions on remediation of basic skills for entry-level positions; 
the average citizen today has more years of formal schooling but the 
average graduate of colleges and high schools is not as well educated as 
those of 25 or 35 years ago. Regarding teaching, the report finds too few 
academically talented persons being attracted to teaching ; the profession­
al life of teachers is unacceptable ; teachers' wages are not commensurate 
with the preparation required. 
The report's recommendations addressed teacher empowerment, career 
incentives, professional autonomy, and staff development for the improve­
ment of the teaching profession. The recommendations included: making 
teaching more rewarding; improving teacher preparation; increasing 
teachers' salaries, making them market-sensitive and competitive and based 
on performance; developing career ladders which distinguish among begin­
15 
ners, experienced, and master teachers (National Commission on Excellence 
in Education, 1983). As a result, reform efforts underway in political 
and educational settings throughout the nation have seen the problem of 
recruiting^  rewarding, and retaining top level teachers debated and 
considered by policymakers. Educators, scholars, and taxpayers have 
acknowledged a second wave of school reform which must "change the ethos 
of public schools which says all teachers are alike" and "restructure the 
teacher's role in schools which presently uses all teachers in the same 
way" (Manatt, 1989). 
Renewed Interest in Incentives 
Teacher incentives have been proposed as one way to make the profes­
sion of teaching more attractive, respected, and rewarding. The examina­
tion of the use of incentives to recruit, reward, and retain teachers 
resulted as old incentives became increasingly ineffective. Women and 
minorities have more career options than they had in the past. Myron 
Atkin, Stanford University Dean of Education, cites several factors that 
have reduced the number of young people going into education. Today 
"young women tend to make occupational choices based on the same values 
that have influenced young men: competition, power, status, and wealth." 
Education graduates are choosing other career options in large numbers. 
Of all graduates trained to teach, only 70 percent actually enter the 
classroom as a teacher. Job security may be overrated as a factor for 
younger people today, having been displaced in importance by intellectual 
stimulation, glamour, and opportunity for advancement (Adkins, 1983). 
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National reports and reform efforts address the notion that school 
experiences for teachers ought to be improved as a way to improve school 
experiences for children. To improve experiences for teachers and to 
enhance the teaching profession, a wide variety of incentive plans have 
been introduced in states and localities. Host plans have called for 
raising teacher salaries and for establishing structures for professional 
advancement for teachers, restructuring the way teachers are trained, or 
focusing on recruitment of more talented individuals and empowering 
teachers to have input into the decision-making process (Boyer, 1983; 
National Teachers' Forum, 1986; Bird, 1985; Holmes Group, 1986). 
Programs which provide incentives in the form of additional pay for 
teachers are increasing in number. The Southern Regional Education Board 
Career Ladder Clearinghouse, in their January 1990 summary, reports that 
22 states are funding teacher incentive programs including career ladder 
and mentor teacher programs. "Funding was either increased or remained 
stable for the programs that have received substantial funding in the 
past. Five other states have provided, or are scheduled to provide, 
assistance to develop local incentive programs." Generally, incentive 
programs are funded on an annual basis and so must stand annual scrutiny 
as to whether education improves as a result. 
Researchers tend to underestimate pay as a motivator, while managers 
usually overestimate its influence. The reluctance of researchers to give 
pay higher standing is based on surveys during the last four decades that 
found income to rank third or lower in a list of important job aspects. 
This resulted in researchers becoming preoccupied with the human relations 
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component in jobs. Today, monetary incentives are recognized once again 
as influencing employees (Lawler, 1971; Cresap, HcCormick, & Paget, 1984). 
Looking beyond a single monetary incentive, one district, the 
Catalina Foothills School District in Tucson, Arizona, based their at­
tempts to compensate teachers financially for above-average performance in 
the classroom on the work of Frederick Herzberg. That dissatisfaction 
occurs if needs (relating to company policy, administration, supervision, 
interpersonal relationships, working conditions, salary, status, and 
security) are not met, but meeting those needs does not automatically 
result in high and sustained motivation. Each recipient (selected on the 
basis of excellence in working with students in an instructional setting) 
and his or her principal confer to identify an experience or reward that 
the teacher values highly and that conforms to Herzberg's theory (Frase, 
Hetzel, & Grant, 1982). 
Any form of incentive pay represents fundamental change for educators 
long used to the single step salary schedule with advancement solely 
determined by years of experience or degrees held. 
Fundamental changes make for strong reactions. Strong reactions 
should not be seen by education and governmental leaders as a 
flaw in the concept; if there were no strong reactions to an 
incentive program, that would signal the program was bringing 
about no real change! (Lynn M. Cornett, Associate Director, 
Southern Regional Education Board). 
The authors of the South Carolina Career Ladder Project assert, "It would 
be naive to expect teachers, even those voluntarily participating, to 
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strongly support an externally-mandated program that breaks a longstanding 
tradition of paying teachers on a noncompetitive, nonproductivity-oriented 
basis." 
In a 1979 study of teachers and principals in Texas public schools, 
Jordan Brooks captures the dilemma facing educators as they seek to form 
opinions relative to some form of merit pay. While the respondents to the 
survey agreed with merit pay philosophically and believed that it could 
"invigorate the profession through stimulation of individuals to become 
more effective," concern was expressed about the fairness and competence 
of the evaluators. Brooks' study highlights the dilemma of merit pay: 
While it may be sound in theory and purpose, educators continue to be 
concerned with its implementation and administration (Brooks, 1979). 
An Examination of Incentives 
A term frequently used to describe ways to retain competent teachers 
and to enhance the teaching profession is merit pay. This is the catch­
all phrase when additional amounts of monies are paid to teachers who 
might raise students' test scores, teach in an inner-city school, assume 
additional responsibilities, or earn a superior rating on a performance 
evaluation. By definition, true merit pay (awarding additional salary for 
exceptional performance) is represented in few current incentive plans. 
Merit pay is a system which pays teachers for doing better work rather 
than for doing more work. 
The term merit pay is often used interchangeably, and incorrectly, 
with such terms as career ladder, incentive pay, or differential pay. The 
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career ladder concept combines parts of both the differential pay and 
incentive pay structures to provide higher salaries to teachers who take 
on additional responsibilities as a way to advance professionally and move 
up the career ladder. One such example is the Arizona Career Ladder 
program which was established by the Arizona Legislature as a five-year 
pilot in 1985, Their intent was to "determine if student academic 
achievement is enhanced through recognizing and developing high levels of 
teacher performance and through a promotion system based on competence." 
Districts are responsible for development of local plans and must document 
requirements "relative to evaluation procedures, teacher advancement, 
financial and intrinsic incentives, and mechanisms for resolving questions 
and conflicts (Packard & Dereshiwsky, 1990). 
The intent of any incentive plan is to attract competent and talented 
individuals to the teaching profession, to retain superior teachers, to 
improve teacher performance, and to enhance teaching as a profession 
(Bartell, 1987). Local, state, and federal governmental agencies, in 
response to a renewed interest in incentive plans, are looking with 
renewed interest at incentive programs which provide monetary compensa­
tion, career status, performance responsibility, or awards and recogni­
tions, Monetary compensation as an incentive includes merit pay, bonuses, 
or financial incentives to teachers who meet a set of pre-established 
criteria. Monetary compensation may also include differential pay for 
those who take on extra work. 
The career status option is a modification in the traditional struc­
ture of the career. This option includes the career ladder which incorpo-
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rates parts of both differential and incentive pay plans and provides 
higher salaries as the teacher advances up the career ladder. Adding 
additional professional responsibilities as an incentive can extend and 
vary a teacher's role, perhaps providing the opportunity to serve as a 
mentor or master teacher. The selected teacher (in this classification as 
well as with the career ladder concept) may be called out of the classroom 
to assume some administrative tasks, an action which causes critics to 
point to the danger of pulling the best teachers out of classrooms. 
Awards and recognition provide motivation to teachers through attention to 
successes and accomplishments with some tangible evidence of that success. 
The conditions in which many teachers work, particularly in large 
urban schools, concern many educators and policymakers. Improving the 
physical and social conditions under which teachers work is viewed as a 
type of incentive, a way to make teaching more professional and enjoyable 
(Cresap et al., 1984). Others see that "we fail in this country to give 
[teachers] the respect that the worth of their service to the community 
deserves" (Adler, 1982). There is a pervasive belief that we expect 
teachers to act like professionals but fail to treat them in a profession­
al manner. 
Stages of development as a factor in planning professional incentives 
is discussed throughout the literature. Inherent in these differing 
stages is a need for differing incentives. Floden and Feiman address the 
need to look at how teachers change throughout their careers : 
Since teachers make a difference in education, one promising way 
to improve education is through changes in teachers. The ways 
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in which changes are effected, however, are poorly understood. 
Many educators and researchers believe that a better understand­
ing of patterns of teacher change would suggest means for pro­
ducing or fostering desired change (Floden and Feiman, 1981). 
Incentives and Teachers' Professional Organizations: 
The National Education Association and 
the American Federation of Teachers 
The position of the teachers' professional organizations is one of 
fitting the incentive plan to the districts' needs through the utilization 
of partnerships that adapt state-established criteria to local conditions. 
Albert Shanker, President of the American Federation of Teachers, states 
that "state imposed [plans] are not going to be very popular because 
basically people have gotten a lot smarter. They know you can't bring 
about improvements by imposing them from the top" (Olson, 1987). 
This view is reiterated by Jacqueline Vaughn, the president of the 
Chicago Teachers Union, AFT Local 1. Vaughn states, "Programs developed 
through the joint efforts of the collective bargaining agent and school 
board enjoy greater success." One somewhat pessimistic view is that 
"professional union leaders have a fundamental--and publicly unstated--
problem with performance-related compensation: If compensation is based 
on variables other than those controlled or negotiated by the union, the 
union loses a primary source of its power. If the union cannot signifi­
cantly influence how much and how its members are paid, then its useful­
ness to its members is altered dramatically" (Tecker, 1985). 
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In Iowa, the National Education Association affiliate, the Iowa State 
Education Association, represents most of the state's teachers. The 
position of the Iowa State Education Association, according to Ken Tllp, 
president of the group, is that: 
ISEA members, state government, the Department of Education, 
school boards and administration, parents and school communi­
ties, pull together, focusing resources, time, energy, and money 
on beginning a dialogue in every school on the meaning, struc­
ture, and process of authentic school reform (Tllp, 1990). 
In an interview with Gerry Ott, program director, Iowa State Educa­
tion Association, Ott tracks the position of the Iowa association with 
regards to pay-for-performance through three waves. The first wave 
focused on the individual teacher and teacher incentives. They did not 
support merit pay, believing that district level standards, against which 
all teachers were judged, were based on minimum level competencies. The 
early position was that compliance with what was defined as minimum level 
standards is not excellence. At that point, the association advocated an 
alternative evaluation system which worked from individually tailored 
criteria. That point of view, however, never advanced beyond the talking 
stage. 
Wave II began to acknowledge the school (or building) as the unit of 
change. Group goals, group work, and a sense of collaboration began. 
ISEA began to view the funds available for pay-for-performance as a tool 
to support a larger vision. The early thinking of, "We have these funds, 
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what can we do with them as an external incentive?" changed to "How can we 
conceptualize our larger mission and use these funds to achieve this 
vision?" (Ott, 1990). 
In articulating the form of Wave III, Ott acknowledges that the 
association may be ahead of its membership in its vision. Wave III 
recognizes the need for bi-polar change with a new agenda: The need to 
problem solve, not fight, over foundation issues and focus on the restruc­
turing of our schools. This needs to be approached through a system of 
collaboration with the recognition that any one group cannot achieve the 
vision alone. The association position is built upon the philosophy that 
no matter how good the intentions of the reformer, top-down, outside-in, 
mandated reform does not work. 
Assessing the obstacles in the way of implementation of an incentive 
plan is one step toward successful adoption of such a plan. If collective 
bargaining and the teachers' professional association appears to be an 
obstacle, involving teachers in the planning and development work is one 
way of addressing the issue. After sufficient planning, the incentive 
plan is introduced into bargaining with all potential benefits explained 
and potential negative effects discussed and clarified. This step in the 
process also involves the association in determining that the plan is in 
compliance with all relevant laws and regulations. Through the state 
associations, opportunities may arise for collaboration with other dis­
tricts with similar plans and goals. 
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The Issue of Performance Evaluation and Incentives 
"Any school district Interested In developing better Incentives for 
teaching must consider the Issue of teacher evaluation. Today's most 
widely-advocated incentive arrangements require some form of evaluation" 
(Cresap et al., 1984). 
In a landmark work, Teacher Evaluation: Six Prescriptions for 
Success• McGreal asserts that teacher evaluation "provides a basis for 
making more Informed judgments about differing performance levels for use 
in compensation programs such as merit pay plans or career ladder pro­
grams" (McGreal, 1988). Others who research teacher performance evalua­
tion Identify one function of evaluation to be the acknowledgment of and 
compensation for superior performance and the determination of both the 
amount and type of compensation awarded (Hunter, 1988; Popham, 1988; 
Manatt, 1988). 
The purpose of teacher evaluation is to improve teaching and to 
provide information on which to base personnel or job status decisions. 
The literature suggests several benefits which result from successful 
evaluation systems. Those benefits include: Improved communication, with 
all parties aware of criteria and the uses of evaluation instrumentation; 
a basis for decision making with formative evaluation enhancing mastery 
and confidence among teachers and summative evaluation providing informa­
tion for personnel action; creation of an atmosphere of high expectations 
for students and staff following consensus on instructional and school 
goals. 
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Poorly-developed teacher performance evaluation systems may lead 
teachers to question "whether merit pay Is awarded to teachers who are In 
fact the most productive or to those who are the most facile in impressing 
supervisors" (Humane & Cohen, 1986). Research into contracts literature 
produced two additional questions which supervisors must be able to answer 
satisfactorily when basing compensation of individuals on the supervisor's 
assessment of their performance: 
1. "Why does [teacher X] get merit pay and I don't?" 
2. "What can I do to get merit pay?" (Murnane & Cohen, 1986). 
As a part of the study of contracts literature, the researchers determined 
what occurred when the above questions could not be answered satisfactori­
ly. One perception was that of the administrators who felt teachers who 
received an evaluation rating lower than they felt was fair would respond 
by working less hard. Another perception was that no teacher expected to 
be given a rating lower than the one he or she had received in the previ­
ous rating period. This perception is difficult to counter if an adminis­
trator cannot clearly define what areas need to be strengthened and how 
they can be strengthened. The third perception discussed in the review of 
contracts literature is that "merit pay interferes with the principal's 
efforts to build effective instructional teams." Prior to the introduc­
tion of merit pay, administrators could give teachers ratings higher than 
they may have earned and then challeng them to live up to those expecta­
tions. As schools wrestle with the issue of performance evaluation and 
compensation, the perspective provided in the contracts literature is 
helpful in analyzing merit pay as it: 
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...takes seriously the evaluation problem. It explicitly ac­
knowledges that evaluating worker performance is costly for 
management and that imperfect evaluations...may elicit unpre-
dicted and potentially destructive responses from workers. It 
is this evaluation problem that has plagued most attempts to 
introduce merit pay into public education (Murnane & Cohen, 
1986). 
The Question of Enabling or Mandatory Legislation? 
In an attempt to respond to the call for incentive programs, a 
certain paradox has existed as the locus of the incentive movement shifts 
from local district agendas to state-wide arenas. While the state may 
elect to set policy with the Intent of improving local schools, evidence 
clearly indicates that plans developed at the local level have a far 
greater likelihood of being implemented. The emerging trend has been an 
approach that established state-wide criteria adapted for use within the 
local district. Cornett (1985) states, "I think that's the trend we will 
continue to see. I don't think we'll see the same kind of centralized 
programs that we had in the past." 
Partnerships are being developed that combine local districts' 
awareness of their needs with the leadership and resources of the state to 
produce an appropriate plan. Bartell and Dorman have identified alterna­
tives in state and local cooperative efforts: 
States may establish conditions for the development of local 
Incentive plans through direct action, such as providing funding 
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and establishing criteria for the approval of local programs, or 
merely by making funds available with a minimum of guidelines. 
The states may make the creation of a local plan a requirement 
for the receipt of categorical funding incentives, as the Iowa 
legislature has done (Dorman & Bartell, 1988). 
The National Governor's Association has taken a leadership role in 
addressing educational concerns at the state level. While these recommen­
dations, and subsequent policy, may well be addressed at the state level, 
a state plan is not the answer. The state may suggest guidelines but it 
is the local district which makes final decisions for their particular 
incentive plan. "There is strong evidence that fitting the plan to the 
district is a prerequisite to success" (Boyles & Vrchota, 1986). 
As states emerge as partners with local districts in funding incen­
tive programs, attention will be given to local fiscal capabilities and 
the state's role in assuring equity in public school support. As state­
wide incentive systems are adopted, they "require careful attention to 
state/local control traditions... and sufficient flexibility to allow 
districts to tailor incentives to their particular circumstances" (Cresap 
et al., 1984). 
The impact of incentive programs is still inconclusive. This is due 
in part to the lack of extensive research on the results of incentive 
plans. Federal sponsorship of research has been suggested given that 
"educators are likely to repeat their mistakes unless careful attention is 
given to which incentives work and why" (Cresap et al., 1984). 
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The Career Ladder Clearinghouse report of January 1990 sees the 
continuing focus on performance of teachers and schools as certain, that 
millions of dollars are being provided by state legislatures to fund 
incentive programs. It is their belief that policymakers must provide 
stable funding over a long enough period of time to see results. As the 
policymakers push for results, they must "demand that comprehensive 
evaluations are being undertaken to answer the important questions of: 
Are students learning more? Are schools changing? Is teaching more attrac­
tive?" (Southern Regional Education Board, 1990). 
Characteristics of Current Incentive Plans 
From the Southern Regional Education Board (SREB) vantage point in 
January 1990: Incentive plans for teachers across the United States are 
funded in 22 states with five other states scheduled to provide assistance 
to local programs; eight of ten Americans favored increased pay for 
teachers who prove themselves particularly capable ; a "merit schools" 
program has been proposed in Congress to provide cash incentives to 
schools that meet the highest standards of excellence. 
A study of teacher incentive programs in the seven states served by 
the North Central Regional Educational Laboratory provided a look at the 
comprehensiveness of current practices in those states. It is noted in 
the study that "the seven states in this region (Illinois, Indiana, Iowa, 
Michigan, Minnesota, Ohio, and Wisconsin) have not had the problem of an 
insufficient supply of teachers and have not been impelled to design 
policies to draw greater numbers of personnel into the teaching force" 
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(Dorman & Bartell, 1988). Incentives offered cluster in five main catego­
ries: conditions of the workplace; professional enhancement incentives; 
monetary incentives; career status incentives; and awards and recogni­
tions. Activities which focus on professional enhancement and conditions 
of the workplace are more often used than are career status or awards and 
recognitions. Monetary incentives were along traditional lines with very 
few having performance-based pay or increases for additional responsibili­
ties. 
The 1987 Iowa legislation (Iowa Legislature, 1987) which provided 
state funding for Educational Excellence allowed local districts the 
opportunity to develop performance-based pay plans, supplemental pay plans 
requiring additional work assignments, a combination of these two, or a 
comprehensive school transformation plan. Language was added by the 1990 
legislature which stated, "It is further the intent of the general assem­
bly that real and fundamental change in the educational system must emerge 
from the school site if the education system is to remain relevant and 
that plans funded in this program must be an integral part of a comprehen­
sive school district effort toward meeting identified district or agency 
goals or needs." The comprehensive school transformation plan option was 
also added by the 1990 legislature to include salary increases to teachers 
who "implement site-based decision making, building-based, goal-oriented 
compensation mechanisms, or approved innovative educational programs, who 
focus on student outcomes, who direct accountability for student achieve­
ment, accountability for organizational success, and who work to expand 
community or business relationships" (Section 3, House File 2271). 
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Flexibility in plan design is provided in the Iowa legislation with the 
requirement that each local plan must be approved by the certified bar­
gaining representative (if the district is so organized) and by the 
district's board of education. 
An Educational Research Service survey of districts which have merit 
pay plans identified criteria used by those districts to determine awards. 
The criteria included: input type evaluative criteria such as knowledge 
of subject or preparation; results-oriented criteria other than test 
scores such as attendance or behavior; district-specific criteria includ­
ing ability to work with peers, professional involvement, or length of 
service; and student test scores (Educational Research Service, 1983). 
The merit plan in Ladue, Missouri, often hailed as the "merit pay plan 
that works," is described by Ivan C. Nicholas who was superintendent at 
the time of the plan's inception as "a teacher evaluation program, not a 
merit pay system...because its main purpose is to promote teacher compe­
tence" (Burgess, 1984). Administrators in the Ladue district caution that 
the plan is not a strict model to be adopted by districts eager to employ 
a merit plan. They believe their plan is successful because it is "the 
product of many years of fine tuning. Any school system is going to have 
to develop a method that works in its environment" (Burgess, 1984). 
Characteristics Indicating a District's Readiness 
for an Incentive Plan 
"Changes in institutional practices do not come easily. So it is 
with the challenge of merit reward systems in education" (Andrews, 1987). 
"Not only do individuals in the same environments respond differently to 
the same opportunities, but there are considerable differences In the 
energy levels of the social environments of schools" (Joyce & McKlbbln, 
1982). The literature Is replete with descriptions of former program 
reform movements which could have provided a professional base for future 
development of education and teacher leaders, but In reviewing their 
historical evolution, it appears that by 1980 they essentially had vacated 
the educational scene. Previous research showed that merit plans do not 
always succeed. The Educational Research Service found 6.4 percent of the 
3,000 American schools they surveyed had attempted merit pay plans but had 
dropped them. The main reasons were determining how to evaluate teachers 
fairly, teachers' dislike of merit pay, and declining teacher morale. 
Educational Research Service also cites instances where faculty unions 
have negotiated merit pay provisions out of their contracts (Educational 
Research Service, 1979). The ERS research further pointed out that nearly 
90 percent of the 3,000 schools in their survey had not yet had any 
experience--good or bad--with any type of merit pay plan. These research­
ers suggested the need to use a great deal of care when Implementing a 
merit pay program. 
As the call for incentive plans continues to grow and spread among 
school districts throughout the United States, districts face the chal­
lenge of developing and implementing an incentive plan, sustaining that 
plan to the attainment of its goal, and taking the care necessary to 
insure that attention is given during the planning to those factors which 
help to guarantee success. The "Merit Pay Task Force Report," prepared 
for the use of the Committee on Education and Labor, House of Representa-
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tives, 1983, adds caution to the wave of Interest In performance-based pay 
by stating that any plan cannot be viewed in isolation: 
Those who view merit pay as some fast, inexpensive, painless 
method of solving the nation's education problems are not real­
istic. Merit pay is...neither inexpensive...nor easy to 
achieve.... In some school districts performance-based pay will 
result in an improved educational product and an ability to 
attract and keep high quality teachers; in other districts, for 
a variety of reasons, it may not work...the question the nation 
must face is not simply how to Implement performance-based pay 
for educators, but how we can lift the standards of instruction 
in the nation (Boyles & Vrchota, 1986). 
As districts strive to implement and sustain an incentive plan 
tailored to their needs, consistent with any externally imposed guide­
lines, the question is raised as to what factors contribute to the plan's 
success. What system-specific factors need to be in place to provide the 
basis for a plan's success or failure? 
The results of recent research provides some insight into this 
question. The Boyles study of performance-based compensation models draws 
from the literature to describe seven components of plan development to be 
considered. These areas include involving key participants in the program 
in the planning phases. Participants include teachers, board members, and 
administrators with some sources recommending going beyond the school 
officials to parents and community members ; providing organizational 
options to give the plan definite structure. Most plans are based on 
input factors (teacher performance in the classroom) or output factors 
(student achievement); the majority of the literature agrees that partici­
pation should be elective, available to all who wish to participate, 
and/or available to those who meet certain criteria. There is also an 
emphasis on fostering cooperation rather than competition among partici­
pants; evaluators must receive training in evaluation and should not place 
a major burden on a limited number of administrators. Criteria must be 
clear to participants and teachers with administrators and board members 
involved in setting up the evaluation criteria; incentive plans may be 
financial but the literature suggests that intangible benefits are also 
necessary with the Intangible having the potential as the more powerful 
incentive. It is agreed that adequate funding is necessary before any 
plan can be launched; some form of monitoring, or a progress check, must 
be built into any compensation program. The intent is to make the program 
responsive to participant suggestions and concerns. 
A study by the Educational Research Service, in striving to be 
helpful to local, state, and national officials, highlighted critical 
issues for careful study. These issues include: the need for an adequate 
basic salary schedule for all teachers with financial incentives large 
enough to motivate teachers; the Importance of teacher involvement in the 
planning for and administration of the plan; the training of evaluators; 
the question of limits placed on the percentage of the teaching staff that 
can qualify; attention to the problem of removing talented teachers from 
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the classroom If their new duties include a heavy emphasis on curriculum 
development and administration; teacher union opposition. 
In 1985 the Arizona legislature established a five-year Career Ladder 
Pilot Test Program for teachers. Participating districts were allowed 
flexibility and innovation in the development of program design and 
structure. 
In a final document submitted to the Arizona State Legislature, 
Packard and Dereshiwsky (1990) report an extreme diversity among school 
district organizations in their capabilities to achieve successful reform 
efficiently and economically. In an attempt to understand and account for 
this diversity, the Arizona researchers have developed a model of key 
focus and support factors which must be operating at initially satisfacto­
ry levels within a given district prior to its adoption of an external 
program of change. The concept of a readiness level implies the inappro-
priateness of a single set of timelines, mandated by a state agency, 
applied to each local agency, and points out the fact that, however well 
intentioned, reform efforts, such as a career ladder or a performance-
based pay plan, will not succeed if the existing organization is not at 
level that accepts and supports change. 
The model, developed as part of the Arizona study, identifies four 
essential focus factors: an adequately formulated and validated curricu­
lum; ongoing opportunities for teacher skills, development, and leader­
ship; reliable procedures for linking teacher performance to student 
achievement; and ongoing administrator development and leadership. 
Support factors, those factors needing to be at acceptable levels so as 
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not to have a negative effect on change (such as the implementation of an 
incentive plan), include a well-articulated teacher performance evaluation 
process, motivation that is both intrinsic and extrinsic, a well-developed 
local funding plan, local district research and development, mechanisms 
for continual teacher and administrator input, a system of local gover­
nance, strong climate and communications, long-range planning in evidence, 
professional networks, state financing, and funding. 
The Arizona model has repeatedly shown, within the local Arizona 
districts, to be a valid indicator of those actual within-district ele­
ments which are pivotal to educational change and reform and provides a 
vehicle for testing a newly developed plan (such as the Arizona Career 
Ladder Program) against organizational operating conditions. This study 
looked at an external program, with "lofty plans and ideals for education­
al reform," and key factors which aid in the integration of that program 
into a wide variety of organizational structures. 
Summary 
It appears that common issues for consideration emerge from the 
literature. Those issues include cooperative planning that provides 
definite structure to the plan and which includes a built-in system for 
monitoring and review; funding that is adequate, with incentives available 
that are both monetary and non-monetary; and teacher performance evalua­
tion that is well articulated, with evaluators who are provided with 
adequate training. Giving consideration to these issues allows districts 
to consider and build in a response to the questions, "Why does 
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[teacher X] get merit pay and I don't?" and "What can I do to get merit 
pay?" From another perspective, a 1983 survey instrument of the Educa­
tional Research Service confirmed that agency's findings of 1978 that the 
primary reasons for dropping merit pay plans were staff and administrative 
problems, lack of funding, and unsatisfactory evaluation procedures 
(Educational Research Service, 1983). 
Considering that a poorly conceived incentive plan can have negative 
consequences for a district, there is a need for "governing boards, 
administrators, and faculties to develop a meaningful philosophy" prior to 
implementing any form of incentive plan. This philosophy should be "based 
on those things that are valued by the school system and should show some 
solid understanding of human behavior" (Andrews, 1987). 
The following table summarizes common elements, as defined in the 
literature, found in pay-for-performance plans: 
Table 1. Matrix of common elements in pay-for-performance plans 
Boyles ERS Arizona Cresap et al. 
Joint planning XXX X 
Definite structure X X 
Elective participation XX X 
Evaluator training XX X 
Monetary or intangible 
rewards XXX X 
Adequate funding XXX X 
Planned monitoring XXX X 
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Districts continue to struggle with implementation of plans, no 
matter how "elegant the blueprint" or how exemplary they appear on paper. 
Their fine-intentioned efforts may well succeed or fail depending upon the 
presence of the determining factors of planning, funding, monitoring, and 
evaluation--those factors which may predict their readiness to accept the 
change effected by a pay-for-performance plan. 
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CHAPTER III. METHODS AND PROCEDURES 
A review of literature relating to incentives in the workplace shows 
that certain conditions, or factors, will likely be present within those 
school districts which develop and adopt a pay-for-performance plan. This 
study looks at selected Iowa schools, both with and without pay-for-
performance, and seeks to determine if there is a relationship between 
those identified factors being present and the adoption of a pay-for-
performance plan. Are there indicators of organizational climate which 
are present in districts which have pay-for-performance? Is there a 
relationship between a belief in pay-for-performance and the adoption of a 
performance-based plan? 
Development of the Questionnaire 
The review of literature related to incentives served to establish 
the basis for the major components of the survey instrument. Questions 
were also included to establish pertinent demographic data. 
Packard and Dereshiwsky (1990), Boyles and Vrchota (1986), Cresap, 
McCormick, and Paget (1984), and the Educational Research Service (1979, 
1983) identified those within-district factors which, when present, led to 
the acceptance of an incentive plan by the stakeholders, whether it be 
merit pay, pay-for-performance, or some other form of incentive. The 
preceding review of literature supported their findings. Respondents in 
this study were asked their general perceptions of both pay-for-
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performance and the organizational climate of their district. Open-ended 
responses defined specific steps and key personnel involved in the devel­
opment of that plan. 
Instrumentation 
The questionnaire (see Appendix A) was divided into three parts. The 
initial questions served to determine the position of the respondent in 
the district and the role of teacher performance evaluation in a pay-for-
performance plan. This first section also provided demographic informa­
tion for the study. 
A judgment panel of practicing educational administrators, both 
principals and superintendents, professors of educational administration, 
and educational research associates was asked to review, refine, and 
authorize piloting of the questionnaire. These review activities occurred 
during the time period beginning December 15, 1989 and ending April 15, 
1990. Such reviews and consultations resulted in revisions and refine­
ments. The final validation and authorization allowed transmittal of the 
initial questionnaire on April 23, 1990. 
Sample Design 
The population from which the sample was drawn included all public 
school districts in the State of Iowa. Districts selected for the sample 
were all districts which committed 50 percent or more of their educational 
enhancement (Phase III) funds to an approved pay-for-performance plan for 
the 1988-89 school year. To be designated as an "approved pay-for-
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performance plan," each plan submitted by a local district was evaluated 
against established criteria, as defined in House File 499, by Phase III 
consultants and technical readers at the Iowa Department of Education. 
Those districts with approved pay-for-performance plans were then matched, 
with population as the only matching characteristic, to districts who 
chose not to implement a pay-for-performance plan. The sampling frames 
contained 19 school districts with pay-for-performance plans and 19 school 
districts without pay-for-performance plans. 
Collection of the Data 
The survey materials were initially directed to the superintendent of 
schools in each of the 38 school districts in the sample (the 19 districts 
identified as pay-for-performance districts matched, by size, to 19 
nonpay-for-performance districts). Mailing labels were produced on a 
microcomputer and were personalized for each district. The packet includ­
ed, for each desired respondent, a letter of transmittal, questionnaire, 
and a prepaid reply envelope (see Appendix A). 
The transmittal letter explained the purpose of the study, described 
the sample, and provided the potential respondents with specific direc­
tions as well as providing a mailing deadline. The respondents were given 
until May 30, 1990 to return the response forms. 
A total of 23 districts responded as a result of the first mailing 
with four weeks elapsing before a second mailing was distributed on 
June 27, 1990. The second mailing included the same materials as those 
provided initially. This mailing was preceded by a phone call to superin-
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tendants in those districts not responding by the first deadline, remind­
ing them of the survey they had received in May, and requesting that they 
complete and return the survey instrument. As a result of the follow-up 
calls and mailings, two additional districts completed the response forms 
and returned the questionnaire. This follow-up effort brought the number 
of districts responding to a total of 25, of the possible 38, for a 66 
percent response rate. The 13 districts which did not respond were again 
contacted by phone to determine if specific reasons existed for their non-
response. Reasons given related to changes in administrative or teacher 
leadership, changes in committee structure, or key players having left the 
district. None had changed their position philosophically relative to 
pay-for-performance. 
Treatment of the Data 
Each school district in the sample was given a code which correspond­
ed to the order in which they were selected for the sample. These pre-
coded response sheets were matched to the same code on the open-ended 
response forms. This was a precaution taken to assure that open-ended 
responses could be accurately matched to multiple choice responses. 
Data analysis 
The data gathered came from the questionnaires returned as a result 
of the initial questionnaire transmittal on April 23, 1990 and the follow-
up mailing one month later. 
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The mean and standard deviation on all variables were produced to 
begin the task of data Interpretation. The strength of the relationship 
between each of the variables was examined using the Pearson correlation 
coefficient. 
Reliability coefficients were examined to determine the extent of 
error variance. Cronbach's (1951) coefficient alpha was used to estimate 
the Internal consistency reliability of the factors used in the study. 
Alpha coefficients were calculated on the total questionnaire. 
Seeking to determine if certain variables belonged in one dimension 
with other variables belonging in another, factor analysis was selected as 
a statistical technique with which to reduce the many variables to just a 
few factors. Composite variables were identified through a factor analy­
sis. This analysis provided an empirical basis for reducing the many 
variables to a few factors that were moderately to highly correlated with 
one another. 
To obtain a more in-depth understanding of the total relationship 
among all discriminating variables, discriminant analysis was used. 
Discriminant analysis is a multivariate statistical technique that uses 
the subject's scores on two or more discriminating variables to predict 
group membership. The discriminant analysis equation uses the respond­
ent's scores on the discriminating variables in an attempt to predict the 
group of which the person is a member. Group membership, in this study, 
is either pay-for-performance or nonpay-for-performance. The results of 
the discriminant analysis may allow the examination of the internal condi­
tions which exist within a district and the prediction, with a certain 
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amount of confidence, of whether that district will adopt and Implement a 
pay-for-performance plan. 
Treatment of Subjects from Responding Districts 
The Committee on the Use of Human Subjects in Research at Iowa State 
University reviewed and approved this project. It was concluded that the 
rights and welfare of the human subjects were adequately protected, risks 
were outweighed by the potential benefits and expected value of the 
knowledge sought, confidentiality of data was assured, and Informed 
consent was obtained by appropriate procedures. 
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CHAPTER IV. FINDINGS 
This study was conducted for the purpose of determining if conditions 
exist within a district which, when examined, would allow districts to 
predict, with a certain amount of confidence, the adoption of a pay-for-
performance plan by the stakeholders. The null hypotheses were: 
Hypothesis 1; A decision to approve a pay-for-performance plan is 
independent of within-district factors which support selection 
and development of pay-for-performance plans. 
Hypothesis 2: There is no relationship between the implementation of 
a successful pay-for-performance plan and the district's teacher 
performance evaluation system. 
Hypothesis 3: Teacher morale, as measured by perceptions of organi­
zational climate, is independent of the decision to adopt a pay-
for-performance plan. 
Data were gathered through the use of a 33-item questionnaire which 
was developed utilizing information obtained through the review of litera­
ture. The initial mailing took place on April 23, 1990, with a second 
distribution to non-responding sample districts on June 27, 1990. A total 
of 38 Iowa districts were targeted in the sample. Districts surveyed were 
those committing 50 percent or more of their allocated Phase III funds to 
pay-for-performance and a corresponding number of districts, matched by 
size, who committed no funding to pay-for-performance. The results are 
represented in Table 2. 
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Table 2. Sample by size and category 
Enrollment 
Number surveyed 
with pay-for-
performance 
Number surveyed 
without pay-for-
performance 
100-500 8 8 
500-1000 4 4 
1000-1500 3 3 
1500-2000 2 1 
Larger than 2000 _2 _3 
Total sample 19 19 
Questionnaire Return Rate 
The investigation sought the perceptions of all populations defined 
in House File 499 as mandatory members of the Phase III planning commit­
tee: administration, certified staff, community members, and school board 
members. 
Response rate bv district 
The overall response rate, as shown in Table 3, was 66 percent or 25 
districts responding out of a possible 38 sampled districts. Of the 25 
responding districts, 11 respondents were from the 19 districts having a 
pay-for-performance plan, for a 58 percent response rate, and 14 respon­
dents were from the 19 districts that did not have a pay-for-performance 
plan, for a 74 percent response rate of those originally sampled. 
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Table 3. Response rate by category 
Number of 
districts sampled 
Number of 
responses 
Percent 
responding 
Districts with pay-
for-performance 19 11 58 
Districts without 
pay-for-performance 19 14 74 
Total sample 38 25 66 
Response rate bv demographic category 
Responses by demographic category were examined. As depicted in 
Table 4, within the category "school level at work," the greatest number 
of responses, 28.4% or 29 of 104, were from high school teachers. Review­
ing the category "position in district," 50 of the 104 respondents, 48.1%, 
were teachers. Of the respondents, 57.8% were male; and 91.9%, when 
categorized by ethnicity, were Anglo-American, An equal number of re­
spondents (36 or 36.7%) held either a bachelor's degree plus or a master's 
degree plus. Teachers with 16 to 25 years experience comprised 49.2% of 
the respondents within the category "number of years teaching," while 
administrators with four to seven years experience were the largest number 
of responders, 31.0%, in the category "number of years as an administra­
tor . " 
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Table 4. Response rate by demographic category 
Valid 
Category Frequency Percent percent 
School level at work 
Elementary 
Middle school or junior high 
High school 
DNÂ 
Missing 
Mean® - 2.657 S.D. - 1.173 
Position in district 
Teacher 
Specialized position 
Building administration 
Central office administration 
Community member 
Mean - 2.481 S.D. - 1,631 
Gender 
Female 
Male 
Missing 
Mean - 1.578 S.D. - .496 
Ethnic group 
Anglo 
Native American 
Missing 
Mean - 1.162 S.D. - .548 
Highest degree held 
Bachelor's 
Bachelor's+ 
Master's 
Master's+ 
Doctorate 
Missing 
Mean - 2.816 S.D. - 1.221 
26 25.0 25.5 
15 14.4 14.7 
29 27.9 28.4 
32 30.8 31.4 
2 1.9 
50 48.1 48.1 
9 8.7 8.7 
9 8.7 8.7 
17 16.3 16.3 
19 18.3 18.3 
43 41.3 42.2 
59 56.7 57.8 
2 1.9 
91 87.5 91.9 
8 7.7 8.1 
5 4.8 
14 13.5 14.3 
36 34.6 36.7 
7 6.7 7.1 
36 34.6 36.7 
5 4.8 5.1 
6 5.8 
®l-Strongly agree to 4-Strongly disagree. 
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Table 4. Continued 
Category 
Number of years teaching 
1-3 
4-7 
8-15 
16-25 
26+ 
Mlssing 
Mean — 3,644 S.D. — .943 
Is teacher performance evaluation 
considered in determining 
pay-for-performance? 
Yes 
No 
Missing 
Mean - 1.421 S.D. - .498 
Number of years as administrator 
1-3 
4-7 
8-15 
16-25 
Missing 
Mean - 2.448 S.D. - 1.121 
What percentage of teachers get 
pay-for-performance 
0-25 
26-50 
51-75 
76-100 
Missing 
Mean - 3.680 S.D. - .646 
Valid 
Frequency Percent percent 
1 1.0 1.7 
7 6.7 11.9 
13 12.5 22.0 
29 27.9 49.2 
9 8.7 15.3 
45 43.3 
33 31.7 57.9 
24 23.1 42.1 
47 45.2 
7 6.7 24.1 
9 8.7 31.0 
6 5.8 20.7 
7 6.7 24.1 
75 72.1 
7 6.7 28.0 
1 1.0 4.0 
3 2.9 12.0 
14 13.5 56.0 
79 76.0 
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Response rate bv predictor variable 
Response rates by predictor variable were analyzed, and the results 
are presented in Table 5. A review of the "moderately agree" and "strong­
ly agree" responses showed that 95.8% (90 of possible 104 respondents) 
believed teachers were adequately involved in the development of the pay-
for-performance plan, 91.6% (87 of 104) believed the goals and objectives 
of the plan were clearly communicated to teachers, 91.5% (87 of 104) 
believed administrators had a clear understanding of the plan, and 89.7% 
(87 of 104) believed the plan provided a means for teacher input concern­
ing possible revisions. 
Of 104 possible respondents, 39, or 43.3%, believed pay-for-perfor-
mance would attract high quality people to the teaching profession, 66% 
(61 of 104) believe pay-for-performance would aid in the retention of 
competent teachers, 74.2% (72 of 104) believed pay-for-performance would 
improve instruction, 72.8% believed pay-for-performance would improve 
students' academic performance, and 35.1% (33 of 104) believed pay-for-
performance improved teacher morale. Two questions addressed teacher 
performance evaluation. In responding to these questions, 67.8% (61 of 
104) believed pay-for-performance would aid in the development or revision 
of teacher performance evaluation and 73.5% (75 of 104) believed teacher 
performance evaluation should be a component in pay-for-performance. The 
percent of respondents who agreed that participation in the pay-for-
performance plan was (or should have been) voluntary was 94.8% (91 of 
104). 
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Table 5. Response rate by predictor variable 
Valid 
Category Frequency Percent percent 
Teachers were adequately 
involved in the development of 
the pay-for-performance plan 
Strongly agree 61 58.7 64.9 
Moderately agree 29 27.9 30.9 
Moderately disagree 2 1.9 2.1 
Strongly disagree 2 1.9 2.1 
Missing 10 9.6 
Mean® — 1.415 S.D. — .646 
The goals and objectives 
of the plan were clearly 
communicated to teachers 
SA 46 44.2 48.4 
MA 41 39.4 43.2 
• MD 7 6.7 7.4 
SD 1 1.0 1.1 
Missing 9 8.7 
Mean — 1.611 S.D. — .673 
Administrators have a clear 
understanding of the plan 
SA 54 51.9 56.8 
MA 33 31.7 34.7 
MD 7 6.7 7.4 
SD 1 1.0 1.1 
Missing 9 8.7 
Mean - 1.526 S.D. - .682 
The plan provides a means for 
teacher input concerning 
possible revisions of the plan 
SA 45 43.3 46.4 
MA 42 40.4 43.3 
MD 6 5.8 6.2 
SD 4 3.8 4.1 
Missing 7 6.7 
Mean - 1.680 S.D. - .771 
*l-Strongly agree to 4-Strongly disagree. 
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Table 5. Continued 
Valid 
Category Frequency Percent percent 
Pay-for-performance will attract 
high quality people to the profession 
SA 3 2.9 3.3 
MA 36 34.6 40.0 
MD 33 31.7 36.7 
SD 18 17.3 20.0 
Missing 14 13.5 
Mean - 2.733 S.D. - .818 
Pay-for-performance will aid in 
the retention of competent teachers 
SA 9 8.7 9,6 
MA 53 51.0 56.4 
MD 19 18.3 20.2 
SD 13 12.5 13.8 
Missing 10 9.6 
Mean - 2.383 S.D. - .844 
Pay-for-performance will improve 
instruction 
SA 21 20.2 21.6 
MA 51 49.0 52.6 
MD 15 14.4 15.5 
SD 10 9.6 10.3 
Missing 7 6.8 
Mean - 2.144 S.D. - .878 
Pay-for-performance will improve 
student's academic performance 
SA 13 12.5 14.1 
MA 54 51.9 58.7 
MD 14 13.5 15.7 
SD 11 10.6 12.0 
Missing 12 11.5 
Mean - 2.25 S.D. - .847 
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Table 5. Continued 
Category 
Pay-for-performance will aid in the 
development or revision of 
teacher performance evaluation 
SA 
MA 
MD 
SD 
Missing 
Mean - 2.233 S.D. - .822 
Pay-for-performance improves 
teacher morale 
SA 
MA 
MD 
SD 
Missing 
Mean - 2.819 S.D. - .867 
Teacher performance evaluation 
should be a component in pay-
for-performance 
SA 
MA 
MD 
SD 
Missing 
Mean - 2.049 S.D. - .979 
Participation in the pay-for-
performance plan is voluntary 
SA 
MA 
MD 
SD 
Missing 
Mean - 1.281 S.D. - .627 
Valid 
Frequency Percent percent 
15 14.4 16.7 
46 44.2 51.1 
22 21.2 24.4 
7 6.7 7.8 
14 13.5 
6 5.8 6.4 
27 26.0 28.7 
39 37.5 41.5 
22 21.2 23.4 
10 9.6 
34 32.7 33.3 
41 39.4 40.2 
15 14.4 14.7 
12 11.5 11.8 
2 1.9 
76 73.1 79.2 
15 14.4 15.6 
3 2.9 3.1 
2 1.9 2.1 
8 7.7 
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Table 5. Continued 
Valid 
Category Frequency Percent percent 
Teachers In our district 
have a feeling of belonging 
SA 
MA 
MD 
SD 
Missing 
Mean - 1.951 S.D. - .662 
Teachers in our district 
work as a team 
SA 
MA 
MD 
SD 
Missing 
Mean - 1.922 S.D. - .655 
Teachers in our department work 
to improve the quality of the 
educational program 
SA 
MA 
MD 
SD 
Missing 
Mean - 1,563 S.D. - .518 
Building administrators are 
viewed by teachers as being 
supportive 
SA 
MA 
MD 
SD 
Missing 
Mean - 1.971 S.D. - .707 
23 22.1 22.3 
64 61.5 62.1 
14 13.5 13.6 
2 1.9 1.9 
1  1 .0  
26 25.0 25.5 
58 55.8 56.9 
18 17.3 17.6 
2 1.9 
46 44.2 44.7 
56 53.8 54.4 
1  1 . 0  1 . 0  
1  1 . 0  
23 22.1 22.3 
64 61.5 62.1 
12 11.5 11.7 
4 3.8 3.9 
1  1 . 0  
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Table 5. Continued 
Valid 
Category Frequency Percent percent 
Teachers in our department feel 
good about the level of communica­
tion within the organization 
SA 11 10,6 10.8 
MA 65 62.5 . 63.7 
MD 20 19.2 19.6 
SD 6 5.8 5.9 
Missing 2 1.9 
Mean - 2.206 S.D. - .708 
Our teachers feel secure about 
their job status 
SA 33 31.7 32.7 
MA 46 44.2 45.5 
MD 19 18.3 18.8 
SD 3 2.9 3.0 
Missing 3 2.9 
Mean - 1.921 S.D. - .796 
Our teachers work in an environment 
free of excessive stress 
SA 6 5.8 5.9 
MA 48 46.2 47.1 
MD 35 33.7 34.3 
SD 13 12.5 12.7 
Missing 2 1.9 
Mean - 2.539 S.D. - .792 
Building administrators in our 
department have a high level of 
dedication and enthusiasm 
SA 40 38.5 38.8 
MA 46 44.2 44.7 
MD 13 12.5 12.6 
SD 4 3.8 3.9 
Missing 1 1.0 
Mean — 1.816 S.D. — .801 
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Table 5. Continued 
Category 
In our district, morale is high 
SA 
HÂ 
MD 
SD 
Missing 
Mean - 2.311 S.D. - .852 
There is a strong task orientation 
throughout the district 
SA 
MA 
MD 
SD 
Missing 
Mean - 2.050 S.D. - .753 
Our district has a feeling of 
group orientation 
SA 
MA 
MD 
SA 
Missing 
Mean - 2.120 S.D. - .715 
Valid 
Frequency Percent percent 
14 13.5 13.6 
55 52.9 53.4 
22 21.2 21.4 
12 11.5 11.7 
1 1.0 
21 20.2 20.8 
59 56.7 58.4 
16 15.4 15.8 
5 4.8 5.0 
3 2.9 
18 17.3 18.0 
54 51.9 54.0 
26 25.0 26.0 
2 1.9 2.0 
4 3.9 
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Respondents were asked questions related to their perceptions of the 
organizational climate within which they worked. The combined responses 
of "strongly agree" and "moderately agree" revealed that 84.4% (87 of a 
possible 104) said teachers in their districts had a feeling of belonging, 
82.4% (84 of 104) felt teachers in their district worked as a team, 99% 
(102 of 104) believed teachers in their district worked to improve the 
quality of the educational program, 84.4% (87 of 104) believed that build­
ing administrators were viewed by teachers as being supportive, and 74.5% 
(76 of 104) felt teachers in their districts felt good about the level of 
communication within the organization. 
Additional questions relating to perceptions of organizational 
climate showed that 78.2% (79 of 104) believed their teachers felt secure 
about their job status, 52% (54 of 104) felt their teachers worked in an 
environment free of excessive stress, 83.5% (86 of 104) felt building 
administrators had a high level of dedication and enthusiasm, 67% (69 of 
104) believed morale in their district was high, 79.2% (80 of 104) be­
lieved there was a strong task orientation throughout the district, and 
72% (72 of 104) believed there was a strong feeling of group orientation 
within the district. 
Results of Analyses 
This section presents the results of the statistical analyses used to 
test the research questions and null hypotheses of the current study. 
Three research questions were posed in Chapter I and all findings are 
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presented to answer these questions. Narratives and tables are used to 
explain the findings and comprise the majority of this section. 
Relationships among variables 
Because highly correlated predictor variables can alter the accuracy 
of the results when conducting discriminant analyses, bivariate correla­
tions were conducted on all variables to examine the relationships among 
variables. The correlation matrices for the 23 predictor variables and 
the dependent variable (having pay-for-performance/not having pay-for-
performance) are presented in Table 6. The correlations among the vari­
ables were generally quite low with 42 percent of the correlations being 
less than .25, another 49 percent less than .50, the point at which one 
can begin to make crude group predictions (Borg & Gall, 1983). As expect­
ed, the highest correlations were among four of the "belief in the effica­
cy of pay-for-performance" questions (range: r-.63 to r-.83) and among 
three "perception of organizational climate" questions (range: r-.66). 
Results of factor analysis 
Factor analysis was selected as a statistical technique to represent 
the variables in terms of a smaller number of hypothetical variables 
because it provided an empirical basis for reducing the many variables to 
just a few factors. Factor analysis performs the function of data reduc­
tion by grouping variables that are moderately or highly correlated with 
one another. It was hypothesized or anticipated that there were underly­
ing dimensions for the data and that certain variables belonged in one 
Table 6. Correlation among all variables 
Variables 
1. Teachers were 
adequately 
involved in the 
development of 
the PfP plan 1.00 
2. The goals and 
objectives of 
the plan were 
clearly com­
municated to 
teachers .48 1.00 
3. Administrators 
have a clear 
understanding 
of the plan .21 .50 1.00 
4. The plan pro­
vides a means 
for teacher 
input concern­
ing possible 
revisions of 
the plan .24 .39 .28 1.00 
5. PfP will attract 
high quality 
people to the 
teaching 
profession .20 .41 .26 .14 1.00 
6. PfP will aid in 
retention of 
competent 
teachers .09 .35 .35 .11 .71 1.00 
7. PfP will improve 
instruction .29 .33 .37 .13 .58 .63 1.00 
8. PfP will improve 
students' academic 
performance or 
progress .26 .33 .40 .19 .50 .55 .83 1.00 
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10 11 12 13 14 15 16 17 18 19 20 21 22 23 
Table 6. Continued 
Variables 123456789 
9. PfP will aid in 
the development/ 
revision of 
teacher per­
formance 
evaluation .22 .20 .29 .13 .42 .48 .37 .23 1.00 
10. PfP improves 
teacher morale .26 
11. Teacher per­
formance evalua­
tion should be a 
component in PFP .24 
12. Participation in 
our district's 
PfP plan is 
voluntary .16 
13. Teachers in our 
district have a 
feeling of 
belonging .30 
14. Teachers in our 
district work 
together as a 
team .33 
.43 .38 .25 .68 
.14 .07 .18 .20 
.08 .07 .01 .18 
.36 .32 .29 .25 
.37 .36 .33 .05 
.63 .64 .55 .40 
.21 .21 .15 .53 
.23 .44 ,39 .20 
.11 .24 .25 .20 
.03 .20 .28 .08 
15. Teachers in our 
district work to 
improve the 
quality of the 
educational 
program .13 
16. Building admin­
istrators in our 
district are 
viewed by teach­
ers as being 
supportive .14 
.15 .08 .15 .04 
.39 .45 .32 .18 
-.001 .07 .20 -.08 
.24 .24 .20 .17 
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10 11 12 13 14 15 16 17 18 19 20 21 22 23 
1.00 
.28 1.00 
.31 .27 1.00 
.34 .20 .10 1.00 
.19 .08 .16 .56 1.00 
.11 -.02 .24 .39 .60 1.00 
.32 .16 .21 .44 .38 .23 1.00 
Table 6. Continued 
Variables 123456789 
17. Teachers in our 
district feel 
good about the 
level of com­
munication 
within the 
organization .28 .49 .42 .41 .31 .23 .35 .30 .19 
18. Our teachers 
feel secure 
about their 
job status .21 .25 .34 .25 .18 .15 .45 .44 .16 
19. Our teachers 
work in an 
environment 
that is free 
of excessive 
stress .17 .42 .26 .34 .13 .20 .28 .37 .13 
20. Building ad­
ministrators 
in our district 
have a high 
level of dedica­
tion and 
enthusiasm 
21. In our district, 
morale is high. 
22. There is a 
strong task 
orientation 
throughout the 
district. 
,33 .36 .44 
.38 .45 .41 
.22 .29 .29 
.46 .26 .29 
.38 .24 .20 
.35 .14 .15 
.42 .43 .21 
.42 .40 .06 
.26 .23 .19 
23. Our district 
has a feeling 
of group 
orientation. .23 .40 .37 .30 .23 .19 .32 .30 .14 
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10 11 12 13 14 15 16 17 18 19 20 21 22 23 
.35 .13 .14 .44 .42 .27 .62 1.00 
.37 .16 .20 .39 .37 .26 .38 .44 1.00 
.40 ,27 .06 .33 .27 .13 .52 .40 .32 1.00 
.41 ,25 ,20 ,44 .44 .30 .61 .54 .59 .46 1.00 
.37 .06 .05 .45 .49 .24 .59 .66 .49 .54 .65 1.00 
.32 .11 .05 .52 .42 .35 .45 .38 .43 ,42 ,50 .51 1.00 
.24 -.10 -.01 ,48 ,47 .39 .52 .54 ,44 ,34 ,46 ,66 ,66 1,00 
dimension with other variables belonging in another. A factor analysis 
was carried out, using maximum likelihood extraction and varimax rotation 
on the 23 items that comprise the questionnaire of the study. After 
examining the results of the analysis (Table 6), four factors were identi 
fled. The percent of variance contributed by each factor is indicated in 
Table 7. The total amount of variance accounted for by the four factors 
was 64.3%. 
The four factors named by the researcher were: 1) belief that pay-
for-performance makes a difference to teachers and students, 2) belief in 
the process by which the plan was developed, 3) perceptions of organiza­
tional climate, and 4) a feeling of group orientation. 
Research questions one through three 
The major thrust of the research is pay-for-performance, or more 
specifically to answer the questions; "Do conditions exist within a 
district which lead to the adoption of a pay-for-performance plan? and 
"Why do some districts elect pay-for-performance as a way to compensate 
teachers when others do not?" The dependent variable was group member­
ship, operationally defined as having pay-for-performance or not having 
pay-for-performance. When all discriminating variables were entered, the 
degree of the respondent, belief in pay-for-performance, input into the 
development of the plan, climate conditions, and the role of teacher 
performance evaluation emerged. 
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Table 7. Factor matrix of perceptions of pay-for-performance 
Item No. Factor 1 Factor 2 Factor 3 Factor 4 
Perception of 
organizational 
climate 26 .82 
31 .81 
30 .81 
23 .81 
25 .71 
24 .70 
32 .67 
27 .66 
29 .64 
28 .55 
Input into plan 
development 22 .92 
12 .89 
14 .87 
13 .86 
11 .80 
Belief in pay-
for-performance 
plan 15 .82 
17 .77 
18 .71 
20 .69 
16 .64 
19 .34 
Feeling of group 
orientation 33 .70 
Percent variance 35.5 15.2 10.2 3.4 
Eigenvalue 7.81 3.35 2.24 .76 
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The research questions 
1. What conditions or attitudes are present in districts which adopt 
a pay-for-performance plan? 
2. Does a relationship exist between the development of a pay-for-
performance plan and the teacher performance evaluation system? 
3. What indicators of teacher morale, as measured by perceptions of 
organizational climate, are present in districts which utilize a 
pay-for-performance plan? 
To obtain an in-depth understanding of the total relationship among 
the discriminating variables, discriminant analysis, a multivariate 
statistical technique that uses subjects' scores on two or more discrimi­
nating variables to predict group membership, was used to investigate 
differences when the discriminating variables were studied simultaneously. 
In the current study, a discriminant analysis was conducted to determine 
which variables were the best predictors of membership in the pay-for-
performance/nonpay-for-performance groups. Results of a discriminant 
analysis using the composite variables identified through the factor 
analysis were not discriminating. A discriminant analysis using all 
discriminating variables, questions relating to belief in pay-for-perfor-
mance, input into plan development, climate conditions, teacher perfor­
mance evaluation, and demographic information produced results which were 
fairly predictive (Table 8). 
In the analysis, a step-wise discriminant analysis was conducted in 
which the variables were allowed to enter the equation one at a time. The 
F to enter was >1.0 and the F to remove was <1.0 with Wilks' lambda used 
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Table 8. Summary table of variables remaining at conclusion of analysis 
Variable 
Step 
entered 
Wilks' 
lambda 
Standardized 
function 
coefficient 
Structure 
coefficient 
Degree 1 .928 0.428 0.532 
Performance 
evaluation 2 .865 0.636 0.479 
Climate 3 .817 -0.520 -0.429 
Belief in pay-
for-performance 4 .800 0.455 0.146 
Input into plan 
development 5 .784 -0.405 -0.441 
Group centroids: 
District has pay-for-performance 
District does not have pay-for-performance 
-0.512 
0.524 
to select variables until the entry of an additional variable would not 
significantly change the F-approximation. 
The discriminant function was significant at the .002 level, indicat­
ing that this combination of variables significantly discriminated between 
pay-for-performance and nonpay-for-performance. The canonical correlation 
(r-.465) indicated that the function accounted for 21.6% of the variance 
in group membership. 
The strength of the resultant discriminant function was measured by 
several statistics. Standardized coefficients, which measure the relative 
importance of each variable in the discriminant function, were examined to 
determine which variables contributed the greatest amount to the function. 
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The larger the magnitude of the standardized coefficient (ignoring the 
sign), the greater is the contribution of that variable. 
Table 8 reports the standardized coefficients of the group membership 
data. Teacher performance evaluation followed by perceptions of organiza­
tional climate are the dominant variables in this function. Each of the 
other variables (belief in pay-for-performance, highest degree held, and 
input into plan development) makes a somewhat similar contribution to the 
discriminant function. 
Referring back to Table 4 shows that 73.5% of those responding 
believe teacher performance evaluation should be a component of a pay-for-
performance plan, and 68 percent believe that pay-for-performance will aid 
in the revision or improvement of teacher performance evaluation. Of all 
those responding, 74 percent believe pay-for-performance will improve 
instruction, and 73 percent believe it will improve students' academic 
performance. 
The item-to-function correlations, or structure coefficients, provide 
information about the relationship between each variable and the dis­
criminant function. Because structure coefficients are bivariate correla­
tions between each variable and the discriminant function, their magnitude 
is not affected by the relationships with other variables in the analysis. 
The differences between group centroids, or mean discriminant scores, 
were also examined. The group centroid score for pay-for-performance 
respondents was -0.51168, while the group centroid score for nonpay-for-
performance respondents was 0.52447, indicating a moderately high degree 
of separation between the two groups. 
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The average probability of correctly classifying pay-for-performance 
was 69 percent and for correctly classifying nonpay-for-performance was 
74 percent. Since the accuracy of prediction is often an overstatement 
when classification is conducted on the data on which it is based, the 
probability of correct classification may be lower than the figures 
reported. Electing not to have pay-for-performance was predicted with 
greater accuracy than having pay-for-performance (Table 9). 
Table 9, Results of classification analysis for pay-for-performance 
discriminant analysis 
Predicted proun membership^  
Prior Number Pay-for- Nonpay-for-
Group probabilities of cases'* performance performance 
Pay-for-
performance 50.6% 45 31 14 
68.9% 31.1% 
Nonpay-for-
performance 49.4% 43 11 32 
25.6% 74.4% 
O^verall, 71.59% of all cases were correctly classified. 
''For this classification, 88 cases were used with 16 cases excluded 
because data for at least one discriminating variable were missing. 
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CHAPTER V, SUMMARY, CONCLUSIONS, LIMITATIONS, 
DISCUSSION, AND RECOMMENDATIONS 
This state-wide investigation was conducted to provide a preliminary 
examination of those factors which, when present within Iowa public school 
districts, would support the selection and development of a pay-for-
performance plan. There were 38 districts surveyed of which 19 had 
implemented pay-for-performance plans and 19 had not. A total of 25 
districts responded, or a 66 percent return rate for those providing 
information on the 33-item questionnaire. 
The questionnaire served to obtain both general information relative 
to pay-for-performance and the respondent's perceptions of organizational 
climate. Open-ended questions sought specific information relating to key 
personnel and steps involved in the development of the plan. 
The hypotheses tested whether pay-for-performance was independent of 
within-district factors affecting pay-for-performance, of teacher perfor­
mance evaluation, and of perceptions of organizational climate. The 
research questions were treated statistically and descriptive data were 
depicted in a number of tables. 
Discriminant analysis was used to determine which variables were the 
best predictors of membership in the pay-for-performance or nonpay-for-
performance groups. The hypotheses were used to test whether conditions 
exist within districts which support selection of pay-for-performance, 
whether a relationship exists between pay-for-performance and teacher 
performance evaluation, and whether a relationship exists between pay-for-
performance and organizational climate. 
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Conclusions--Overview of Results 
The research questions were treated statistically with the findings 
reported in Chapter IV. In the same chapter, responses from open-ended 
questions were reported as additional, supporting data with no interpre­
tations provided. Any further analyses drawn from these results are 
presented in the following list of conclusions. 
The first research question 
What conditions or attitudes are present in districts which adopt a 
pay-for-performance plan? 
Teacher performance evaluation and perceptions of organizational 
climate are the dominant variables in the discriminant function and are 
the best predictors of group membership. The other variables, belief in 
pay-for-performance, degree held, and input into plan development, while 
similar to each other in their contribution, are lesser contributors to 
the function. Responses to the open-ended questions consistently cited 
participation by affected parties as a key element in the development of 
pay-for-performance plans. The review of literature repeatedly identified 
teacher performance evaluation, with evaluator training, and involvement 
of key participants in the planning as components to be considered in the 
development of pay-for-performance plans. 
The second research question 
Does a relationship exist between the development of a pav-for-
performance plan and teacher performance evaluation? Yes. Teacher 
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performance evaluation made the greatest contribution In the function. 
This Is consistent with the review of literature which Identifies the need 
for teacher performance evaluation, that is well articulated, with evalua-
tors who are provided with adequate training. 
The third research question 
What indicators of teacher morale, as measured by perceptions of 
organizational climate, are present in districts which adopt a pay-for-
performance plan? Perception of organizational climate was one of the two 
strongest predictors of group membership. Of those responding to the 
survey instrument, 67 percent believe morale in their district is high and 
84.4% agree that teachers in their district have a feeling of belonging. 
Limitations of the Study 
A number of limitations resulted as by-products of this research 
design. The limitations follow: 
1. Participation in this study was voluntary. An attempt was made 
to determine if differences existed between those districts which respond­
ed and those which did not. A telephone interview, which served to gather 
Information from the non-responding districts, provided no information 
which indicated discernible differences between districts. Site visits to 
personally collect questionnaires might have produced a higher response 
rate. 
2. The questionnaire was mailed to superintendents of schools who 
might, in turn, have assigned the completion of the task to another school 
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administrator with different understandings or varying beliefs in pay-for-
performance. 
3. The questionnaire asked respondents to indicate if pay-for-
performance was considered as part of their teacher performance evaluation 
system but no questions were asked to ascertain the quality of that 
evaluation process. 
4. The size of the sample was limited by the number of Iowa public 
school districts with 50 percent or more of their Educational Enhancement 
(Phase III) funds, during the 1988-89 school year, committed to pay-for-
performance. 
5. The study, rather than being a national study, was a survey of 
Iowa schools only. 
6. Pay-for-performance was defined in general terms and did not 
focus on any one specific type of incentive pay. 
Discussion of the Study 
The findings of the discriminant analysis were consistent with 
intuitive expectations in place at the beginning of the study. This was 
particularly true with respect to the relationship between teacher perfor­
mance evaluation and pay-for-performance. Previous research has clearly 
revealed that poorly developed teacher performance evaluation systems may 
lead teachers to question "whether merit pay is awarded to teachers who 
are in fact the most productive or to those who are the most facile in 
impressing supervisors" (Murnane & Cohen, 1986). A recently completed 
Arizona study (Packard & Dereshiwsky, 1990) reported that a well-
I 
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articulated teacher performance evaluation process Is one of the support 
factors which must be in place before a change such as the implementation 
of an incentive plan can occur without negative effect. 
References to the relationship between climate and pay-for-perfor-
mance are limited in the literature that was reviewed. Packard and 
Dereshlwsky (1990) identified strong climate and communications as support 
factors needing to be at acceptable levels so as not to have a negative 
effect on an external change such as the implementation of an incentive 
plan. This relationship will be discussed further in recommendations for 
further research. 
Input into the development of the plan was not found, in the discrim­
inant analysis, to be the strongest predictor. In the review of litera­
ture, common positive conditions emerged for districts preparing to 
develop and adopt a pay-for-performance plan. One positive condition 
mentioned repeatedly was the need for cooperative planning. Mechanisms 
for continual teacher and administrative input (Packard & Dereshlwsky, 
1990), teacher involvement in the planning for and administration of the 
plan (Educational Research Service, 1983), and the involvement of key 
participants in the program in the planning phases (Boyles & Vrchota, 
1986) are necessary conditions which speak to the importance of shared 
input into the development of a pay-for-performance plan. In practice in 
Iowa, survey respondents also repeatedly cited the importance of input, by 
all those affected, into plan development. 
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Recommendations for Practice 
The University of Southern California Center for Research in Educa­
tion Finance Policy Brief (June 1991) reported teacher compensation to be 
a major component of school finance for the 1990s and directs attention to 
pay-for-performance that avoids the flaws of the past. This recent 
statement, coupled with the results of local district responses to the 
data gathering Instrument employed in this investigation, prompt the 
following recommendations : 
1. A thorough internal assessment of a district's readiness for 
change should be conducted prior to consideration of the development of a 
pay-for-performance plan. 
2. This assessment should include a review, and revision if need be, 
of the district's teacher performance evaluation system. Additionally, 
evaluators should be provided with adequate training. 
3. An assessment of the teacher's perceptions of organizational 
climate provides data that are helpful in predicting the probable success 
of pay-for-performance within the district. 
4. An assessment of the teacher's beliefs in the efficacy of pay-
for-performance provides additional data that are helpful in predicting 
the probable success of pay-for-performance within the district. 
5. Once the decision is made to develop a pay-for-performance plan, 
favorable conditions for acceptance of the plan can be Implemented through 
careful planning and by utilizing the input of key personnel. An 
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important part of careful planning is providing a mechanism for on-going 
monitoring and revision. 
6. On-going, adequate funding is essential. 
Recommendations for Further Research 
The following recommendations for further research are based on the 
findings of the current study. The recommendations are a result of data 
obtained in the study, subsequent analyses, and shortcomings of this 
Investigation. 
1. A more detailed questionnaire using the population parameters 
employed in this study would provide a more complete understanding of the 
quality of the teacher performance evaluation system. Open-ended ques­
tions could be structured to provide detailed information about percep­
tions and definitions of quality as it relates to both the teacher perfor­
mance evaluation process and Instrument. 
2. A study focusing on the relationship between teachers' percep­
tions of organizational climate and their belief in pay-for-performance 
might add to the body of knowledge linking the two. 
3. Few Instances exist where incentive pay is primarily dependent on 
student achievement. Additional studies could seek to identify a cause 
and effect relationship between student achievement and teacher compensa­
tion. 
4. This study should be conducted on a national level to determine 
if states are linking rewards to performance of teachers or students. 
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5. The question that continues to remain unanswered is, "What has 
changed in schools because of incentive programs? Has learning increased 
for girls and boys?" A study that defines the relationship between pay-
for-performance and student achievement might be considered. 
6. Recent literature discusses the concept of school-based perfor­
mance incentives with annual bonuses to staffs in schools that produce 
improvements in student achievement. A study might be designed to deter­
mine if bonus pay for organizational performance improves employee motiva­
tion and if it helps build a culture in which the individual is committed 
to organizational goals. 
7. A follow-up study could be conducted with the same districts to 
determine their present perceptions of pay-for-performance to determine if 
pay-for-performance still exists within the original districts, and if it 
carries the same degree of acceptance by the stakeholders. Additional 
questions might focus on the strength of the teachers' professional 
organization and on the adequacy of funding. 
8. A follow-up study could be conducted in which only districts with 
pay-for-performance would be surveyed. 
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APPENDIX A. QUESTIONNAIRE 
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VERONICA STALKER 
P.O. BOX 267 
PRAIRIE CITY, lA 50228 
515 994 2432 (H) 
515 965 9650 (0) 
April 23, 1990 
Dear Colleague: 
You, and your district, have been selected to participate in a study 
of pay for performance in Iowa schools. The purpose of the study is 
to determine what elements, present in the development of the Phase 
III plan, lead a district to allocate funds to pay for performance. 
Your responses will be used to determine why some districts have dev­
eloped and implemented a pay for performance plan while others have not, 
and to determine if there are specific components in the development of 
the plan that are common among districts. 
You and your district are insured anonymity. The only purpose of the 
coding is to match open-ended responses to multiple choice responses. 
The coding will not identify schools or individuals. 
In each district, we ask that the superintendent, (or central office 
designee responsible for Phase III), the education association president, 
two Phase III committee members (teachers), and two additional Phase III 
committee members (community members) each complete a questionaire. 
Please join us in this study and provide your perceptions of pay for 
performance. The study will become part of a doctoral dissertation I 
am completing at Iowa State University. Please return all questionaires 
to the central office designee. An envelope.is provided for mailing the 
completed answer sheets to me. Your completion and return of the 
questinaire by May 30th is appreciated. 
Veronica Stalke; 
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PERCEPTION ASSESSMENT SCALE FOR IOWA DISTRICTS INCORPORATING A PAY 
FOR PERFORMANCE COMPONENT IN THEIR PHASE III PLAN 
INSTRUCTIONS: Select one item per question which best describes you or your position and fill In the 
correct location on the answer sheet. Please respond to the two sections which relate to your position. 
1. School Level at which you primarily work: 
A) Elementary 
2. Position in District: 
A) Classroom Teacher 
D) Central Office Admin. 
3. Gender (optional): 
A) Female 
4. Ethnicity (optional): 
A) Anglo 
B) Hispanic 
5. Degree: 
A) Bachelors 
B) Bachelors + 
B) Middle/Junior High School: C) High School D) DNA 
B) Specialized Position C) Building Level Administrator 
E) Community Member 
B) Male 
C) Native American 
D) Black 
C) Masters 
D) Masters + 
E) Asian 
F) Other 
E) Doctorate 
Teachers & Other Inatruetlonal Personnel only. Administrator» oleaae akip to 08. Community 
Members skip to *11. 
Number of years total as a teacher in the profession: 
A) 1-3 years C) 8-15 years 
B) 4-7 years D) 16-25 years 
E) Over 25 years 
7. Is Teacher Performance Evaluation considered in determining pay for performance? 
A) Yes B) No 
Administrator. Sunarvlaora. atc. only 
8. Number of years in district as an administrator: 
A) Under 3 years C) 8-15 years E) Over 25 years 
B) 3-7 years D) 16-25 years 
9. i-iow many teachers have you been assigned to evaluate this year for the Pay for Performance Pian? 
A) 1-10 C) 21-30 • E) 41 or more 
B) 11-20 D) 31-40 F) DNA - too early in PFP 
10. What percentage of teachers in your district have received additional pay under the district's Pay for 
Performance Plan? 
A) 0% B) 1-25% C) 26-50% D) 51-75% E) 76-100% 
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PERCEPTION ASSESSMENT SCALE FOR IOWA DISTRICTS INCORPORATING A PAY 
FOR PERFORMANCE COMPONENT IN THEIR PHASE III PLAN 
Using the Rating Scale shown below, please choose the response which best describes the way vqu feel 
about the concept expressed by each statement. Please respond to each statement in relation to the PfP 
Program in your soecrftc district. Indicate your selection by filling in the appropriate space on the answer 
sheet. 
Please darken these letters with a #2 pencil on the answer sheet to reflect your 
perceptions: 
Rating Scale 
A s Strongly Agree C = Moderately Disagree 
B s Moderately Agree 0 = Strongly Disagree 
E s Does Not Apply or Too early in PFP 
A. Pay for Performance - Ganaral Qimstions 
11. Teachers were adequately involved in the development of the Pay for 
Performance (PfP) plan ABODE 
12. The goals and objectives of the plan were clearly communicated to 
teachers ABODE 
13. Administrators have a clear understanding of the plan A BODE 
14. The plan provides a means for teacher input concerning possible. 
revisions of the plan ABODE 
15. PfP will attract high quality people to the teaching profession A BODE 
16. PfP will aid in retention of competent teachers ABODE 
17. PfP will improve instruction ABODE 
18. PfP will improve students'academic perfomiance or progress A BODE 
19. PfP will aid in development/revision of Teacher Perfomiance Evaluation ABODE 
20. PfP improves teacher morale ABODE 
21. Teacher performance evaluation should be a component in Pay for 
Performance .A BODE 
22. Participation in our districts'Pay for Performance Plan is voluntary? A BODE 
B. Perceptions of Organizational Climate 
23. Teachers in our district have a feeling of belonging A BODE 
24. Teachers in our district wori< together as a team. It is not every person 
for themselves. We have a cooperative environment A BODE 
25. Teachers in our district wori< to improve the quality of the educational 
program A BODE 
26. Building administrators in our district are viewed by teachers as being 
supportive A BODE 
27. Teachers in our district feel good about the level of communication 
within the organization A BODE 
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28. Our teachers feel secure about their job status A B C D E 
29. Our teachers work in an environment free of excessive stress A BODE 
30. Building administrators in our district have a high level of dedication 
and enthusiasm. .A B C D E 
31. In our district, morale is high A BODE 
32. There is strong task orientation throughout the district A B C 0 E 
33. Our district has a feeling of group orientation .A B C 0 E 
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Respondent Code# 
A. What specific key elements in your PfP plan made it acceptable to the teachers' association? The 
administration? The school board? The parents? The students? 
B. Were there steps in the development of your PfP plan that helped secure its acceptance by all 
affected groups? If so, please explain. 
C. Was any one person instaimental in the development of the plan? What was their role? 
D. Were there other key people involved in the development of the PfP plan? 
E. How important was the Phase ill committee in securing the acceptance of the PfP plan? Or, how 
important was the committee in stopping the development of the PfP plan? 
F. What was the role of the Teacher's Association? 
G. What was the position of the Association? The School Board? The Superintendent? 
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APPENDIX B. TABLES OF OPEN-ENDED RESPONSES 
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Table 10. Summary of responses to open-ended question: What specific key 
elements in your pay-for-performance plan made It acceptable to 
the teachers' association? 
Response® Number responding 
Involvement in the development of the plan 16 
Voluntary 13 
Compensation for extra work 8 
Equal opportunity for participation 7 
Flexibility for participation 6 
State mandate 1 
No pay-for-performance in place 3 
Minimal emphasis on teacher performance evaluation 2 
Enhance student learning 2 
Enhance instruction 2 
Clearly defined review process 1 
Elimination of single focus on test scores 1 
Pressure from administration and board 1 
°A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 11. Summary of responses to open-ended question: What specific key 
elements in your pay-for-performance plan made it acceptable to 
the administration? 
Response® Number responding 
Involvement in the development of the plan 9 
No pay-for-performance in place 3 
Enhance instruction 3 
State mandate 1 
Bonus to administration for involvement with plan 1 
Continuing professional growth 1 
Strong support from teachers 1 
Flexible plan 1 
Clarity for consistent implementation 1 
Inclusion of performance component 1 
Minimal use of teacher performance evaluation 1 
®A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 12. Summary of responses to open-ended question: What specific key 
elements in your pay-for-performance plan made it acceptable to 
the school board? 
Response® Number responding 
Open lines of communication throughout the 
development of the plan 4 
Commitment to the concept of pay-for-performance 5 
Involvement in the development of the plan 4 
State mandate 1 
No pay-for-performance currently in place 3 
Continued growth opportunities for teachers 1 
Easy to understand and administer--flexible 2 
Pay-for-performance will enhance instruction 2 
Pay-for-performance will increase learning 1 
°All respondents did not answer each question. Some respondents gave 
multiple responses. 
98 
Table 13. Summary of responses to open-ended question: What specific key 
elements in your pay-for-performance plan made it acceptable to 
the parents? 
Response® Number responding 
Involvement in the development of the plan 7 
Enhanced learning for students 3 
Consistent with school goals 1 
Parents have minimal awareness of the pay-for-
performance plan 2 
®A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 14. Summary of responses to open-ended question: What specific key 
elements in your pay-for-performance plan made it acceptable to 
the students? 
Response® Number responding 
Expanded opportunities for students 4 
Students have minimal awareness of the 
pay-for-performance plan 6 
®A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 15. Summary of responses to open-ended question: Were there steps 
in the development of your pay-for-performance plan that helped 
secure its acceptance by all affected groups? 
Response" Number responding 
Cooperative, broad-based involvement 40 
Open communication provided staff with opportunities 
for input during development of the plan 36 
Utilized existing teacher performance evaluation system 2 
Field tested an evaluation instrument 1 
Implemented in stages, Increased opportunity for 
participation each year 2 
Tailored to individual teacher's needs 4 
Based on student outcomes 1 
Voluntary 1 
Tied to district goals 1 
°All respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 16. Summary of responses to open-ended question: Was any one 
person Instrumental in the development of the plan? 
Response^  Number responding 
Committee approach was used 31 
Central office support 21 
Teachers who were willing to do research 
and communicate with faculty 3 
Association president 3 
Superintendent from another district acting 
as consultant 1 
A^ll respondents did hot answer each question. Some respondents gave 
multiple responses. 
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Table 17. Summary of responses to open-ended question: Were there other 
key people Involved in the development of the pay-for-
performance plan? 
Response" Number responding 
Administration 13 
Area education agency personnel for 
technical assistance 1 
Core group of teacher leaders 6 
General faculty support 17 
Board of education 6 
Community support 5 
Committee efforts 22 
"All respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 18. Summary of responses to open-ended question: How Important was 
the Phase III committee In securing the acceptance of the pay-
for-performance plan? 
Response® Number responding 
Committee support was essential to the 
acceptance of the pay-for-performance plan 58 
Committee support was not important to the 
acceptance of the plan 7 
°A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 19. Summary of responses to open-ended question: What was the role 
of the teacher's association in the development of the pay-for-
performance plan? 
Response^  Number responding 
Representation on committee 34 
Supportive, active role--provided input to faculty 30 
No involvement 10 
Association affirmative vote required for implementation 16 
Opposed to pay-for-performance plan 1 
°A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 20. Summary of responses to open-ended question: What was the 
position of the teacher's association regarding pay-for-
performance? 
Response® Number responding 
Positive, supportive, involved 44 
Opposed to any form of pay-for-performance 2 
Opposed to a strict merit pay plan 1 
Approached the concept cautiously 12 
®A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 21, Summary of responses to open-ended question; What was the 
position of the school board regarding pay-for-performance? 
Response^  Number responding 
Positive and supportive 41 
Involved in development of pay-for-performance plan 6 
Minimal involvement 6 
Oppositional 1 
®All respondents did not answer each question. Some respondents gave 
multiple responses. 
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Table 22. Summary of responses to open-ended question: What was the 
position of the superintendent regarding pay-for-performance? 
Response^  Number responding 
Positive and supportive 40 
Provided strong leadership for concept of 
pay-for-performance 8 
Guarded, cautious in acceptance of pay-for-performance 4 
Oppositional 1 
Emphasized student outcomes rather than teacher behaviors 3 
®A11 respondents did not answer each question. Some respondents gave 
multiple responses. 
